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The sibject of my comtridution to your 27th Anoual Convontion
is, The Cheljenge gmm This topic is & particularly
aygropriate one fer the Sdison wc Institute. It was Lentn
mmmm“ummmammﬁm.
The £irst Soviet econonde plan, dsting back to the early 1520%a,
had as its principel objective, the davelopment of a modern slactric
pover systan.

Today, slsctric power is infispsusable to military power.
It operates the redars which are on watch egainst sneak stiack.
It sakes possible the repid tranemission of timely warning to
safeguard gur nation. Without a large elsctric power industry,
maee profuction of nuclear wespons would be impossidle.

In our own intelligence businsss, electric power is no less
vital. Iatelligence depends upon the timely interpretation of
hundreds of thousauds of bits and pleces of informtion that flow
into Washington every dsy. Fron the initial collsction of in-
forastion to its fioal analysis and disseminstion, elsectrouic
mechingry 18 & valued partner.

Electronics are a poverful cold war wespon of the USSR and
its sllies in the Communist empire.
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Ko countyy, not even Bitler's Oermany, has used redic in a
massive effort to proxote subveraive policy as doess the Soviet
aion. Iliterally mdilions of words, avguling the case fur om-
suntss, are beamed to the Free World every day. ¥isely, I believe,
the Fres Lorld takes no steps o Jan Corauniet redlo propaganda.
At the seme time, the Soviel Bloc spends vast sume 0 Jam the
troadeasts which this govermmnt wnd other free goveruments bewms
t0 the Coeoamdet world. They hsve tried to bulld an slsctronic
iron guriain eround the minds of thair own people.

It is o eccident thet the elsctronics profiuction is one
of the fustest groving indusiries in the Soviet Unlon. USSR
output increased eight times betwesn 1950 end 1958, to veach a
level roughly half that of the selsctronics Industry of the United
States. Lsst year their production of military elsctionice
reached {10 per cent of our own. In conlrast, Soviat congusers
received only about 25 pexr cent of the TV's and other electronies
which went %o American clvilians.

A fow zoothe sgo your Insbituble, as repressutatives of the
electric power industry of ithe United States, sent a delsgation
to the Soviet Union. BSome of your mexbers bad sn oggorbundity to
cheerve irsthand Soviet progress in the field of flasctric power.

Todny I should like to share with you some of my thoughts
on the Soviet ohallenge in all 1ts agpects -~ military, econond

and mibvarsive.
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Commmign 1s somevbat like slectricity, en all-persussive
and revoilubionary force.

Tis leaders are dedioated to achieving o victory that vill
be evidenced by the liquidation of wapitaliss and the emerpgence
of & Sovietized worid oxrfer. The most straightlorward way to
scooeplinh this objective would be by dirvect mm aotion.
Hovever, large scale military atisck on the Vest ssems 0 be
ruled oul a8 & calculated loviet policy, at least whille the nuclear
forces of the Rast and West ressic In ressoneble balsaove.

Howwer, the Soviet leseders ere not satisfied with the
current talance of adlitary power in the world. They ave making
strenuous efforts to schisve & position of supersority. A larvge
share of their sciemtific snd techndcal capabilitien are devoted
16 research on adwsteed veapons systems.

The Boviet Unlon comcentimted on ballistic missiles eariy,
exploitirg the wany Cerman assets at the olose of World wer IX.
They hed o native progran undervay by 1948 which was given & high
priority. By February of 1959, Mershall Nslinovsky, the Soviet
Minister of Defsuse, could say,

"The avmed forces (have been squipped) with a

wvhole serles of mdlitary ballistic rockets of inter-

contdnental, oconticental; loug, medliun, and short renge.”
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At 1the seme time they ave bhullding formidsdble iong-range
asiriking espabilities and alding to alr defense, the Soviet Dhdon
mpivtaing an arny of teo and ong helf million men, ‘The teadition
of universal military training is being contimued. Modernisation
has nob besn neglected. The Soviet Amy today is fully squipped
with a postwar ganersticn of tarks and srtillery. Thelv policy
is opa of mainteining sassive cooventioval forces while mdlding

The Coviet sdmrine streogih today is many times the
etrength with whieh Garreny tniared Vorld Wer IX. This forece
poses 8 grave threat to Allled task forces and ses lines of
ormunication. We bhelleve that for yenrs the Soviet sub-crevs have
fapiliarised themselves with world watervays by sexving in Bloo
serchant, ahips and Lishing fleoets. The sise of the submarine
fleet nov poeme wall estabdiished; the future trend will be ftoward
nuclsar-propelled snd missile~lsunching types.

ALl thia costa the Soviets a great desl of money. Despite
the Kresdin lssfors claim %0 be pursuing & policy of "peaceful
co-existence,” militery oullaye enjoy & first priovity in their

oo of gross
pationn) product, is grester than that of any other patisn in the |
vorld. Stated another way, this msans that mﬁ&wn&mcst
Wemmmwmwthﬁmmxﬁwm
in the peacetime Mstory of the West.
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The Soviets hide mueh of thelr militery expseditures benind
& vell of secrecy. What they acnounce as "Gafense expenditures,”
o on¢ 1ine entry in e sonuval buldget, cammot cover mowe than
1n bulgevasy acobunts vith innocucus titles. Por example, sOSt
wilitary ressarch and develcgment 1s patd for out of an accownt
labelled, "Bocial and Cultwral Bxpenditures.”

As figviet xilitary capebilities have grown, their forelgn
Polstey bus becoms more sssertive. In 1956 during the Sues criets,
misaile vettling was first unvelled as a pew tectic of Soviet
aipleacyr, ct with the West bave been nove
slmrply doewn in the past year. The Cmpwnists have daliderately
aress of the wrld -~ The Talwan Strelts and Berlin.

I 40 not interpret this increased belligerence $0 mean that
the Soviet Undon s planning 40 provoke the United States into &
ver. They have great respect for our cepebility 4o deventate
feaaible will mpport other counteies in sggreassion Ty prosy.

I walld ke to turn aov o the highlights of the econorde
agpects of the Soviet challsnge. The nev oconfidence of Khrushohey,
the very voonl Boviet leader; rests on his convicticn that the
final victory oF commundsm will be achieved meloly by noon-military
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means, The proceedings of the recent 21st Party Jongress laid
out this objective without sguivocation. I think of 1t as the
soviet eccnopic order of battle.
Ehrushehey in six houre and ten mingtes of opening remarks
and three and & half hours of cloeing remavike, said in effect,
“The main task is the further development of the
ecouanic might of the Soviet Uniom veeeo On tho Dagls
of the pricrity growth of heavy indusdyy ..... wiich
willk insure the victory of the Soviet bion in pesceful
gsoouomlc competitics with Lhe capitalist counlaies ...
our success in the fulfilleent of the plan will attract
miliiong of newv sdharents ...« & glve commaien &

5], balance OF QOVET ceers”
Hov serious is the challenge of Hoviet scoplsilc growih?
Before lotking inte the future, lei's take a mdmute (0 vevigw the
paat. Ao has been apily sald, the past is the prologue of the

future.

In the short space of 30 yesers, the Soviet Union loa grown
froe & rulatively beackvard oatlon fndo the second lurgest ecouomy
in the world. It is true that thelir beedlong pace of iadustrial~-
ization hos elowed down moderately in the past fov years. I find
1o ooafort in this. It is not Lsportant that the Soviet rate of
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Gevelomymt hoe moderated. W¥hat is important is that 1% con~
tiness to be far more rapid than ur own.

Let's look ot some recent history. During the past seven
yeurs, Suviet industry has prown at an ammwml rmte of 9% per
gent. Tils is not the official rate the Soviets have ennouned
it is s econstouction of Soviet dats, dellated for kuown:

e oon compare the Soviet perforsance with that of 18
irduptry 1o the 1950-57 period. I have dropped back one yeer in
our case to avold diepute edowt the inclusion of 1958 ss non-
representative. Bven giving the U5 the beoefit of this adjust~
ment, our recent anmual. infdustris) growth rete hes been 3.0 per
cent. This means that Soviet infustry hes been growing roughly
tweo and & half tloes as rapidly so infustry in tbe Whited Sialies.

I do not conclude from this snalysis that the secret of
Sovist success Jies in grester efficiency. On the contreyy. In
congazison with the leading Tree enterprise ecdnomliseg O
Vogt, the Commnist systen is relatively inefficient.

The sscret of Soviel success is eimpie. It lles in the
fact that the Kreniin lsaders 4irect s far higher pruportion of
wotal rescurces W oatiopal policy parposes then does the Unlted
Stetes. 1 dafine nabional policy purpcsss to incliude, smong
other things, Gefense and inmvestuent in industry.
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Housere are the contrasts in national objectives clearer
than in the investmnt field. Piret of all, Sovist nstioral pro-
dunt 18 ordy some 4D o 45 per cent of UB netdemal produ

Hovever, the dollar value of Soviet investasut 1s alveady sbout
threo quirters of that of the US. |
Seonudly, Sowviet investasnt in infustry is now ruocing sewe

PN R

budliding progran. B luvestsent
raning 15 o 20 times coxparable Soviet spenling.

Comerciad investoent, whdceh includes stores, shopping
conters, and drive-in-povies; has been sbsOrblng over six dlllen
dollars o yesr in the US, compexed to less than two Lililes in
United Sabes is alrveady over four times that in the UBHBR.

Furiher, slthough the Soviel oconomy has incressed ite
output of couswmer goods in vecent yours, prdfuction of consgeer
durebies is far below that of the US. For exseple, in 19558
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ouber oF howe wesbing mechines. Furihermove, oot of the US
oulput is for replacenent, wille tholt of the USSR 1s for first
e usErs.

In 1958, & bad year Por the US autc industry, we stildl
USER. EKuowshchav seye the Soviet people are on the »oad frow
apcielisn to commmiseg 1t iz clear thet when the Rusaiens arvive
opin, they will not bo driving thedr oun oaxre.

In summry, these otntrasts explain the principal ressons
for Soviat successes. Thelsr eoonony 1is geared to econordc
growth; ours is geaved %0 lncressing comeumer satisfactions sod

¥het; of the futuwre? In Khruehchev®s words, "The Soviet
surpasg e level of profuction in the Unlted Biates means 10

Fyuanchev's ssblitious soven year plan estedblishes thw
ls task of incrossing industrial preduction about 80 per
cent by 1965.

Stenl production is to be pushoad close to 100 million net
tong. Copent output ia set al a lsvel smewbat higher thao
irdustry forcaste place United Biates production in 1965.

‘«; A O

Approved For Release 2001/08/30 : CIA-RDP62S00545A000100100049-2



Approved For Release 2001/08/30 : CIA-RDP62S00545A000100100049-2

- 10 =

importent than now.

boure of electricity. As your own cosparative stuly polinted out,
this meens that the absolute gop between B and USES

duction will increase somevbat over the next seven yoors.

Your interesting etuly recalved & consideced
productiin would contingy o increase scross the Loaxd.

A couperieon of primary enevgy production in the two
souatrien shows that thie ie uot s0. Soviet production of coal,
petrolsun, oatural gae and hydroeleciric power, expressed i
standerd fusl units, amounted 4o 45 per cent of the U8 in 1958.
By 1965 1t w11l be close %o 60 per cent. The sheoluite gap hes
been closing since 1950. It will continue 0 varrow over the next

& sponnh of

sevan years.
mm}m the absolute gy in steed profuctio
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it de cloar that GUw comforting iilusion spreod the
"dipciplos of the sbsolute gep” hae Deen shattered. Risbory
Soviet rote of growih as "no proiden” because ebsoluts incresses
in outpul ware munling higher in the U8 than in the UBESH
At the same time, it is important not $0 exasgerste Soviet
prompects in the ectmtsic race. In the propégands aurrowsding
the lsunnling of the Seven Year Plan, Eurushohev made s auwber
of slatenenie ebout Boviet econouic powsr which were wishful
thinking, BSpecifically he stated thab, "after the completion
af the Suven Taar Plsn, we vill probebly need about five more
years %0 cofoh up with apd cutetriy the United Statse in indus~
trisl ouiput. Thus, by that time {1970), or perteps even souoer,
the Soviet Union will advence to irst place in the wowld both in
Firet of all, to reach such lmprobable conclunions, the
Erexilin jleaders owrstate thelr present cospearative positism.
the UG. However, thelr own dota on electyic power ingut ioto
industry in 1950 were 40 per cent, not 50 par cant, of compesabie
pover fmgat into U industoy. I koow of o megic in the Comamiet
gyotenm Wileh vould permlt the value of output 10 be dlspropertion
ately hiph in relation fo Inputs. Further, all of our 0w fnalyses
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grovth will be osaly two per cent & year. If this ie true, Uw
United States vill be virtuelly compitiing scoromic sulcide.
By 1965, we would have & buwrden of unemployment

in the 1930's. This prediction I reperd as untenable.

A mre reslistic projection wald place 1965 Soviet in-
dustrial productico ot sbout 55 per cant of ouwr om. By AF0,
sspgpding the sawe reletive rates of growth, SR induntrial output,
86 a vhole, would be about 60 por cent of thet in the United States.

Further, vhen Ehrusheobev pacexises his people e world's
highest stondard of living by 1970, this is patently oonsense.

It iz as though the ghlap had learned to whistle, 0 uss ons of

Theoe Soviet exsgperstiong are s ptanderd tonl of Comamiat
propesands. The propagants should not Hlizd us, however, to e
sobering implications of their expectoed sconomic PPOZYESE.

Firet of all, vepid econtmdc growth will provide the Kremlin
Wxammmmwmmmem_ I’
recent trends continue, xmmmWwMMt B
silitary spending inorease by over 50 per cent in the next saven
years. “he further stvengthening of great military pover,
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Khashohey spparently believes, will dester the West fros countering

Secondly, odditional ilrprovament osn e wede in the standads
of living of the Bussien pecple. It im only since the death of
Halin that serious attention ms been given o Lupruving the
gtandords of living of the Russian people. The moderate slov-

ndiong growih of heavy industyy has beou csused,
in isrps pard, by the diversion of resowrees to ousing, Yo
agricalture, and 4o cousumsr povds.

Iaving stendards, basad on preseut Goviet plans, are ex-
matﬁﬁammw%&mmtwmmwm.
This lewvel, if schieved, will still be far below that owr own
eitizens sre enjoying. Dwever, 1t will Iook very good to the
repregent & goal such coamtriss could hope to schieve by folle

Fiondly, echievenont of the gosls of the Soviet Jeven Year
Plan vill provide the sheve-with-all to push the axpsnsicn of
Compundsn in the wmoomntitted natdons. By 1905, Soviet output
of muy besic rav meterials ard Induntrisl produ
approaching, and in & few cuses swceoling, that of the Unliad
States. HNost promdnently, these products will bo the kiond thet
are needsl for industrializetdon in the less developed
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The outeomo of this coutest, the Cowmmist challenge in
The vorld ls in en wng

recedented epoch of chenge. | Within
Littde more then ten years, mrmwm@;w
poople, in tventy ooe natlons, hove becoms
colsaial Tule. Tn all of these nesdy emergent countries, there
is fotenne netlopaliesm coupled with the detes
& batter wxy of liYe,
mzm@amwwmmiwmmmmwmmf
wilch this great transformaticn provides them. They realize the
the best hope of such expension lies in Asis and Africa.

Intermational etenmian bae mershelled ite poliidesl,

econcaic and mbversive wonpons i
malen 18 grily dstermined to win this contest.

O the economie penciration frout, tbe Compmunist program
moved into high gear during 1958, The eguivalent of over oue
biilien dollars in new credits were extended
countrics by the USSR, 1ts Duropean

Chiina.
Ovar 4,000 RBioce technictens have bees sent 4o sosint the
development of Pree World satdons. Aboub 70 por cect of these
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techniclens are engngnd in econpmic activities. Others sre
recrgudisdng locel mdlitary establislyesnts and denching

about 3,200 students, technledans, and militery specialists

The USSR, with it presier prostige, nepgotistes agreoments
and provides major credite. Acthual Implementation is freguently
sesigned to the Twopean satellites. This technigue ensbles
the Soviet Unlon o exert o
satellites axd the USSR w0 besr in each target cowmbry.

This messive sconnmdc and military odd progran 16 concon~
trated in only & fev countries. Indis, shich hms receivel ovay
$325 =ililon of Rloe grants and oredita, is e primeyy recipient,
ihe ecomnude shoupiece is the Billad sbeel mlll, belug tdlt Yy

It 18 txue thet the Soviet technicians helping to hudid
the stecl plant have not, with fow expeptions, engaged in mb-
wersive actdvity. Bowaver, the coope

g %w LY T L

parsmel, the highly visible gymbols of assistence and the barmge
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of Soviet roflo propogsntn coudbine to creabe s climsbe 1n videh

subverelon SR ZYOW.

Pou sxseple, teke the Iodo-Doviet #ulmr&l Soctety, which
appebrs 0 e & typieal Communist front crganization.
only & Yew yesys sgo, 1t sow cladms OO brevches. Seven of twees
are lousied in Madhys Pradesh State, where the Rusglaa steel
will is Jocoted, locluding one fn Ehilsl fteslf.

Yhat do these front orgauizations 4ot They ahwow Tilnme
pro~siaaetst, or which depict alleged atrocities
comuthed by Ameriomn soldlers.

Theough Librweies and journals, they epresd slanted pyope-
senfn.  For example, in many Indlon citles todsy you oun sew &
lorge window chart titled, "Industeial Growih, USSR snd USA.™
It showdd be in every handbooh o3 an smepls of hov 1o corpare

which arme

gtatiation O any ocoagion.

: Tids chart begine and ords with the tw worst periods
for the (nited States -~ 1948 and the first quarter of 1950. Using
| 1948 as a base of 100 per cent for both countries, e statistical
trickery attespts to create the lmpression that:
By 1950, Soviet peofucticon vas one and a hall
times grestor thes thet of the U8,
By 1957, Soviet ouiput ves five tives larper than
it of the U8, snd that
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B incrensts In resent yoors.

The artist sdded bis eocclallst reailsm 0 the work of
the stafdetical wanipuiation. The USSR line 1s backed by o
wassive 01l crackisg plant with Eremlin-like bterogue clock
tovers. The B s Wxﬁeﬁﬁaw%ﬁm&, dark spsctscled
backwards 1ln erder $0 view the exhauited level of Doviet pro-
Gustion. Po cap 1t all, Uncle Ban's log 1o converdently placed

To a sophisticated audlence; this crule mecipdlation would
e lsughed mwgy. Bub it is almed at e ssmi-literate growp of
Inddar: worirg, and to this aullence, it is effective.
hwge Indian ptate of Kerads iz now goverued by Commnmiets.
Although otill senll, the Commpmist party is proving.

Turning to the MAdle Baat, Irag provifee s priwe semple
of the opportunistic meture of the Eloc's aid program.

Prior o the ooup 4'etat oo July 1l last year, Ireg's
econgede involvenest with Commniot nations hed dDeon negliigible.
In the goot nine wouths, the UBOR bas provided over $250 milliem
of militery end econcidc dovelopmont credits. The Dwg
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&1 Quasin’s regime lg depend-
ent on domeetic commsmiet support o mslntaln ibeelf: {he nudwer

of Conmandsts in high govevawtnt poste ls growing.

and positive nabiomalism.
aubitions. Bis true onlors e8 an sgent of Imderpaticosal
do ot show until the fwtsful day of takeover.
In e88iticn B0 the people of the International Chmmmind
inted and olroulated. Toxt books are

put togeiber. Thay distribute ssverel hundyed maganines and
neWEpLpeTs, pUblished in U0 different lenguages, all of which
the Erenmlin.
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In Vestern Burope, the danger has been faced and contained.
The exteusive Comamist penotration of Greece and the threst 1o
Purkey were throw buck by the Creck~Turkish sasistence profrem.

e Mershiall Plao sod MAT0 and the vigorous progvexp for Hest
Puropean wity bave substantially weduced Commmnist power ia the
last seversl yearp. The Cosmnpdst Parly still hes powerfud
frflvence in the labor moveneuts of France and Jialy tut even in
chwaiad .
, mawatm:ma&ﬁww&%w@mw@mmw
reedize that the oholce botweon coowmmisy and freedon iz vot
alveys oo simple and sasy & decision for greet masses of poople
ap it might seou 0 us.

In too maoy uatione of Asls snd Africe, per ceplia incomes

actancies sve hell those

quickly o Gecgnt standerd of living, the Boviet stovy of repid
economie grovth iz o megaet.
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The Froo World hes the resturees 10 seet, contaln and overooee
tha challsng of Boviet power. Ao the strougsst raldon Iin the
mtmm,ismmmuwwgmmntmﬁm,
wmmmﬁﬁzmmmmwmmwnm
mm,wmwmmmm The tragedy of ouwr tlae
would be ¢0 fad) O recoguize the realitles of the Coviel cuallengs,
o fadl to mmet to it with the vigor sod foree fte grevity requires.

~
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